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Information security is once again the number
one issue for the American technology community, according to the results of the AICPA
2003 Top Technologies survey. It
took the lead spot in the
Institute’s 2001 ranking and
came in third place last year.
This year’s list was one of
exceptional change as six new
items made their way into the final listing,
including:
• Business information management.
• Application integration.
• Wireless technologies.
• Intrusion detection.
• Customer relationship management.
• Privacy.
While disaster recovery planning and
remote connectivity held their own on the list,
survey participants moved Web services up to
the number four position from number eight
in 2002.

A Major Issue
The Top Technologies list consists of areas
destined to have a significant impact on business in the year ahead. “It should come as no
surprise that information security is the top
issue,” said Roman Kepczyk, chair of the
AICPA Information Technology Executive
Committee and of the Top Technologies Task
Force. “Information security always makes a
significant showing on the list. We can expect
it to be a major issue for the foreseeable
future.”
“We are very impressed with the number of issues making their first appearance
on the Top Technologies list,” said J. Louis
Matherne, AICPA Director—Business
Assurance and Advisory Services. “The
AICPA will continue to address the impact
these issues have on our members, their

clients and employers in our initiatives,
including Trust Services, XBRL, privacy
and the annual AICPA TECH Conference.
They will also serve as a basis
for providing education and
information to our members in
the Institute’s Information
Technology membership section.”

The Top Techs
The AICPA Top Technologies for 2003 are:
Information security: The hardware,
software, processes and procedures in place to
protect an organization’s information systems
from internal and external threats. They
include firewalls, anti-virus, password management, patches, locked facilities, Internetprotocol strategy and perimeter control.
Business information management:
The process of capturing, indexing, storing,
retrieving, searching and managing documents electronically, including knowledge and
database management (XML, PDF and other
formats). Business information management
brings to fruition the promise of the “paperless
office.”
Application integration: The ability of
different operating systems, applications and
databases to “talk” to each other and for information to flow freely regardless of application, language or platform.
Web services: Applications that use the
Internet as their infrastructure and access tool,
including both Web-enabled and Web-based
applications. Examples include Java applications, Microsoft’s .Net initiative and today’s
application service providers and business
portals.
Disaster recovery planning: The development, monitoring and updating of the
process by which organizations plan for busicontinued on page C2
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continued from page C1—Information Security
ness continuity in the event of a loss of allows a user to connect to a computer from
business information resources due to a distant location outside of the office.
impairments such as theft, virus infestation, Examples would include RAS (remote
weather damage, accidents or other mali- access services), WTS (Windows terminal
cious destruction.
server), Citrix, MangoMind and
Wireless technologies: The transfer of PCAnywhere.
voice or data from one machine to another
Customer relationship management:
via the airwaves without physical connec- Managing all customer touch points,
tivity. Examples include cellular, satellite, including call center technologies, e-cominfrared, Bluetooth, wireless (WiFi), 3G merce, data warehousing and all other techand two-way paging.
nologies used to facilitate communications
Intrusion detection: Software or with customers and prospects.
hardware solutions that list and track sucPrivacy: Today, more and more percessful and unsuccessful login attempts on sonal information is being collected and
a network, such as Tripwire. Intrusion converted to digital formats. This informadetection capabilities are being built into tion must be protected from unauthorized
use by those with access to it. Privacy is a
many of today’s firewall applications.
Remote connectivity: Technology that business issue, as well as a technology

Cash Management Strategies of
Top Performers
By Kenneth W. Jacobson Jr., CPA
One of the characteristics of a successful business is its ability to
generate cash from operations over an extended period.
Unfortunately, it is common for today’s entrepreneur to have no
idea where the business’s cash is coming from. Business owners
typically know whether their business is producing net income, but
even if the business is profitable, are the operations generating the
cash needed to finance day-to-day activities? If not, the business is
showing signs of an underperforming operation. Generating free
cash flow should be a key goal of every business owner. This type
of cash generation will maximize the company valuation, making it
more sustainable because it can outlast its competition under any
economic circumstances. As a trusted adviser, the CPA can deliver
value in this area. By providing sound advice to clients on how they
can implement cash management strategies, practitioners will help
ensure that clients avoid the storms of a cash crisis.

Characteristics of Top Performers
The key characteristic of a top performer in the area of cash management is that the business owner recognizes the value of accurate,
relevant and timely financial information and is willing to elevate
the role of finance within the organization. Often fixated on either
operations or sales, the poor performer will not expend the required
time and resources in the finance area. The business world is littered with average performers who focus on two of these areas.
However, top performers believe having the proper financial information will drive their business design, resulting in success.
Encourage your clients to get the most out of a business variable

issue, because of state, federal and international regulations.

A Valuable Resource
The 2003 survey had the largest participation ever, with 201 members of the
AICPA and the Information Technology
Alliance voting, including 142 CPAs
holding the Institute’s Certified
Information Technology Professional
(CITP) designation. The AICPA conducts
the annual Top Technologies survey as a
service to the 4,500 CPAs in its
Information Technology membership section. The 2003 Top Technologies will be
covered at the AICPA TECH Conference,
scheduled for June 22–24 at the Bellagio
in Las Vegas.

they can control: how they manage both their cash and
financial/operational information.
The company’s financial expertise may be either internal or
external, depending on the stage of the business. It is true that businesses in their infancy or with sales less than $5 million a year do
not need daily CFO-type involvement. However, the proper procedures and tools can be put in place to allow even a bookkeeper to
provide the information necessary to run the business successfully.
This key finance resource will be a leader to establish fiscal responsibility, predictability and stability.
Another characteristic of top performers is that they have a
cash management scheme. The operative word here is manage.
According to Webster’s dictionary, to manage is: to handle with a
degree of skill, to make or keep submissive, to treat with care, or to
alter with manipulation. The definition speaks of ongoing activity.
Successful companies have a formalized cash management routine.
This routine is scripted for action items to be completed on a daily,
weekly and monthly basis. Underperformers do not even review the
statement of cash flows, provided one is available.

The “Three M’s” of Cash Management
Top performers effectively manage their cash by following the “three
M’s” of cash management: modeling, maximizing and monitoring.
The first step is to model the organization’s cash characteristics.
Modeling entails spending time with business owners and line managers to understand transactional flows, then building a spreadsheet
model that replicates reality and whose output includes a forecasted
income statement, balance sheet and statement of cash flows. The
power of modeling is in the doing. It is a great learning experience
for all participants. To successfully model cash, one must fully understand all the business components, cash interactions and how day-today business decisions affect cash flow. This information is then used
to set reasonable cash targets based on the nature of the business.

Published for AICPA members in small firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
Anita Dennis, supplement editor
Ellen J. Goldstein, CPA Letter editor
973/763–2608; fax 973/763–7036; e-mail: adennis20@aol.com
212/596–6112; egoldstein@aicpa.org
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The second step is to maximize free cash flow (FCF). FCF is
the pool of cash that is available for distribution to all financiers
(lenders, investors, stockholders). It is the cash generated by operations less any additional investment in assets required to generate
such cash from operations. Positive means generation, the higher
the better.
To maximize FCF, business owners and senior managers must
believe in and articulate the goal of FCF maximization. They must
communicate this goal throughout the organizational ranks, which
means spending time with line managers to help them understand
how their daily activities relate to cash flow.
Maximizing FCF often requires management behavior change.
Behavior change can be achieved by selecting a set of metrics,
measuring results and rewarding goal achievement. Top performers
budget for, report on and review/investigate variances of all significant cash activities.
During this part of the process, line managers can use the tools
or levers in this list. Depending on the metric, the goal would be
either to increase or decrease the number via operational decision
making. (The terms cash chasm and CGS funding were coined
within our firm to succinctly express the concept that a company
has a finite amount of sales it can fund given its cash position, its
borrowing capacity and the length of time it must remain out of
pocket for money invested in its cost of goods sold. The idea is to
grow sales with an appropriate reliance on bank debt.)
• Days in inventory, days to invoice/collect/or pay.
• Cash chasm. The number of days between a business’s payment
of cash for goods and services bought and the receipt of cash
from its customers for goods and services sold; a leading indicator, the lower the better.
• Cost of goods sold (CGS) funding. The amount of CGS funding
necessary given annual sales volume and days of cash chasm.
• Cash burn. The amount of cash expended by an organization to
be a going concern. If this exceeds the amount of cash in from
collections during a given period, cash will be consumed.
• Contribution margin vs. overheads as a percentage of sales.
These tools and levers affect the ratios used in ratio analysis.
For example, to increase working capital/current ratio/acid test, one
must increase the current assets at a rate beyond the rise in current
liabilities or have a decrease in current liabilities. One way to
accomplish this is to convert inventory to sales and to cash as
quickly as possible. Quick cash conversion of sales means less
reliance on short-term borrowings to finance operations. A reduction in the current portion of bank debt has a positive effect. Quick
cash conversion is accomplished by minimizing days in inventory,
days to invoice and days to collect; and maximizing days to pay. A
company can minimize inventory through just-in-time ordering; it
can minimize days to invoice by obtaining purchase orders from
customers promptly; and it can minimize days to collect by mailing
invoices promptly; using lockboxes; through electronic data interchange and the automated clearing house; or by offering discounts
for prompt payment. Maximizing days to pay can be accomplished
by negotiating longer payment terms up front from vendors before
ordering goods. Another way to achieve the goal is to increase the
margin point spread on sales and to lower overheads as a percentage of sales.
The third step is to monitor the cash position. As line managers

and business owners begin to manage cash using a succinct set of
metrics, the organization must monitor the cash score. The following calculations are ways to keep score.
• Cash generated or consumed in operating activities. Relates to
the manufacture and sale of goods or the performance of services. Applies to cash effect of transactions entering into profit
computation.
• Free cash flow.
• Quality of sales. Look for a high ratio of cash from sales to sales.
• Cash neutrality. For a company working entirely on a bank letter
of credit, this means replacing loss of collateral base via collections or ineligibles with billings or a comparable decrease in the
cash burn rate.
• Financial ratios, such as working capital, current ratio, acid test,
debt-to-equity or, sometimes, modified debt-to-equity.

Steps to Improvement
What if your client does not measure up to top performers? What
advice can you give? How can an average performer become better? Anyone can improve cash management by immediately:
• Preparing, reviewing and updating a 12-week rolling forward
forecast of cash flows.
• Producing, understanding and reviewing a statement of cash
flows on a monthly basis.
• Performing financial modeling to understand the organization’s
cash chasm and determine the current readings of the cash metrics. The modeling output will provide cash budgets for performance goals and review.
• Monitoring key balance sheet ratios that provide feedback of liquidity and solvency.

Kenneth W. Jacobson Jr., CPA, is a partner in the firm The Pillar
Group LLC, whose specialty is enhancement consulting and turnaround management. Their client profile is mainly closely held,
small to middle-market companies. He may be reached at kjacobson@mypillar.com.

Write CPA Letter Articles, Receive CPE
Credit
The CPA Letter public practice supplements encourage readers to share information and experiences through bylined articles on subjects of interest to your fellow practitioners.
Moreover, if the topic fits our editorial calendar and your article is featured, you may claim continuing professional education credits for the time you spent preparing the article (in
accordance with the Joint AICPA/NASBA Statement on
Standards for Continuing Professional Education, revised as
of Jan. 1, 2002). The first step is to submit article topic ideas
for approval to:
adennis20@aol.com
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GASB 34 Resources Available to Help
Preparers and Users of Financial
Statements
As governments continue to plan for the implementation of Statement No. 34, Basic Financial
Statements—and Management’s Discussion and Analysis—for
State and Local Governments, the Governmental Accounting
Standards Board has made available sources of information to
address the needs of both preparers and users of financial statements. These resources are intended to provide help in understanding the requirements and impact of the new financial reporting
model. The documents discussed below are available from the
GASB order department or through the GASB Web site:
800/748–0659
www.gasb.org

Implementation Resources for Preparers
The GASB has approved two staff-authored Implementation
Guides that cover frequently asked questions about Statement No.
34 and other model-related pronouncements. Both guides are written in a question-and-answer format and provide guidance for the
implementation of the new basic financial statements and management’s discussion and analysis. Each guide includes cross-references and a topical index. Together, the two guides address
Statements No. 33 through 38 and Interpretation 6. The guides feature questions about preparer materiality, management’s discussion
and analysis, government-wide financial statements, fund financial
statements, note disclosures, special-purpose governments, component units, public colleges and universities, non-exchange transactions and transition issues.
The first guide, Guide to Implementation of GASB Statement
34 (issued in Apr. 2000), includes nearly 300 questions and
answers, over 50 illustrative financial statement exhibits and 10
“how-to” exercises. The question-and-answer section of the guide
addresses all aspects of Statement No. 34 and features dozens of
questions about capital assets, depreciation and infrastructure,
including the modified approach. Several questions and related
illustrations provide guidance regarding alternatives that may be
available to governments in meeting certain display or disclosure
requirements.
The second guide, Guide to Implementation of GASB
Statement 34 and Related Pronouncements (issued in Jan. 2002), is
a companion to the first Statement No. 34 guide and contains over
170 additional questions and answers. In addition, it includes illustrative financial statement exhibits, a complete set of notes to the
financial statements and detailed supporting worksheets.

Resources for Users of Financial Statements
In addition to guidance for preparers, GASB staff has published a
series of guides for users of government financial statements:
• What You Should Know about Your Local Government’s
Finances: A Guide to Financial Statements (order code GUG01).
• What You Should Know about Your School District’s Finances: A
Guide to Financial Statements (order code GUG02).

• An Analyst’s Guide to Government Financial Statements (order
code GUG03).
The User Guides were developed to assist users in understanding the financial statements that governments of all types will prepare once they have implemented Statement No. 34. They are
designed to be accessible to all users, from the government finance
novice to the long-time user, financial statement preparer or auditor.
They focus on the value of information found in the statements and
discuss how the information may be used to inform decision making. In addition, the guides are intended to be a resource for government finance officers and auditors who are seeking to understand
how financial statement information is used or for those who are
looking for help in explaining the new financial statements to their
elected officials or clients.
For those who would prefer a summarized overview rather
than the more thorough introduction to government financial statements presented in each of the three user guides, the GASB has
published three quick guides:
• The Quick Guide to Local Government Financial Statements
(order code GQG01).
• The Quick Guide to School District Financial Statements (order
code GQG02).
• The Quick Guide to State Government Financial Statements
(order code GQG03).
These guides describe in a brief and easy-to-read style the
major features of the new financial statements that state and local
governments are preparing under Statement No. 34 and may be
useful to legislators, taxpayers, citizen groups and financial analysts.

GASB Web Site: One Comprehensive Resource
The GASB’s Web site, www.gasb.org, contains a wealth of information on implementation efforts and links to resources for governments and citizens, including training sessions and seminars, articles and publications about Statement No. 34, and electronic discussion groups and chat rooms. In addition, the Statement No. 34
section of the Web site provides links to the financial reports of
many of the governments that have implemented the new reporting
model.

Statement No. 34—A New AICPA Audit and Accounting
Guide
In addition to the resources described above, the AICPA has issued
a new audit and accounting guide, Audits of State and Local
Governments (GASB 34 Edition). The GASB 34 guide addresses
the audits of basic financial statements and consideration of
required supplementary information and other supplementary information prepared in conformity with the new governmental financial
reporting model required by Statement No. 34 and related pronouncements.
The electronic version of the guide is available on the
CPA2Biz Web site.
www.cpa2biz.com

888/777–7077

800/362–5066

memsat@aicpa.org

